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- Comme'nts concerning Class T and Clags 1T Milk Pricing Formulas

My name is Tim Hood, My_z.addres.s'is 41488 CR 358 Paw Paw", MI 49079. I'_am.
a fo?rth genéfation dairy farmer ffo_m Qoufhwest Michigan. My wife Debbie.and.l have
four children. They range'}'n agé from 15-21 years of age and each has their own
~ responsibilities on the fafnri'. My.father is still active at the age of .80.a'nd still dées most
~ of the field work. [ waé raised on this farm, and live across the road from where I grew
up. Our _far.m has grown over the yearé, to the 400 cows we milk today. _The fém’ily
aspelct_ of our fam'i is aé'strong today as ever. | | | n
| -'.] servel as a diféctor for thé M_icH_igan Milk. Producers Association. | have also
served in various other leadership roles, and on numerous commit‘.[e.e.s.. I do not claim to
- be an expert on Fe_de;fal Milk Marketing Orders, or am | prepared to answer technicﬁl
questions, What ém her;_ to tell _ydu is hlow the current system impacts our family dairy
fanﬁ,' and why I. think -'the National Mllk Produc_érs Federation pr_oposals to adjust the
 class] and 11 ﬁilk price formulas will help my family o'n.into the future.
1 have been a cla_ir.y farmer for 29 -y'ears_. In that fime, I have seen several up and
. down cycles in _thé pripe of miik.. Each t_irﬁe thé mérket turns down, we 'tighten_ oﬁr belts
and struggle. .until. better days. We have learnedl how to be more efficient, énd ¢ut costs,
as we go though each one of thes.e down'cyclés. The costs we have tried td absorb in the
" last year ahd a half have been the rﬁost difficult. The rising price of fuel has just
exploded th'rough. all of our _nor'rné] expenses, as buéihesSes we deal wiﬁl have passed on
fuel surChérges', and rate iﬁcr_eases to deal with their rising fuel costs. Our milk haﬂling -

rates have increased 20% in the last year. The purchased feed and commaodities we buy




to feed our cows now catry fuel surc'harges. These add $150 - $300 dollars to a load of

cotton seed brought in. Vetermanans equipment dealers custom operators all have

added fuel charges to their bx!ls Fertlhzer and utrhty bills have also been 1mpacted

L These costs are not from a normal market cycle that goes up ancl down. They are here to
| stay.. This'has.all come upon rls during this la.st_do.wn .tum. i_n m‘ilh prices. It has been

very difficult for us to absorb. |

| | Our cooperative recehtly voted, .to appreve the tentative final decision thet will

.inerease the .c'less IIII and IV make allowances. It is my understanding that the impact of

this ac‘rioh will be to take income from dairy farmer milk .checkls. Ido belier/e this is

necessary in order to assure that batancing facilities will _eonfinue to exist in_our local.

. msrk_et. These faéi.lities _pro'_\fiele a Valeable service_.to us as dairy farmers, and our |
'erediters, by providing assurances_ that we will_have a merket. fer ell the rrlilk ou.r farms
prod_uce.' Their existence depends upen them being proﬁ.t.abl_e.. QOur ceoperatiye operates _

.t.wo belancihg.plahts in the Michigan market, and as a board member, [ have seen the

o 1mpact of mcreased operatmg costs, and the dechnmg proﬁtabrllty of these two plants

Reluctantly 1 accept the 1mpact on my returns for class I11 and v mllk It 1s unfair

_ and. unre_a_llstlc_ though, to expect dairy farmers to accept less money from processors of
class 1 and T milk. T und._erstand the changes contained in the te_ritatiye decision, We will
soen seea $.25 per cwt reduc.tien in the price of class I milk. Becau_se in most months,
changes in the class III priee, determine the change in the class I price. Likewise, it is
expected that the'price of class Il mitk will be reduced .by $.17 per cwt. That’s because

the class Il price is directly linked to the class IV price.




As a family dairy farmer from southwest l.\fIichig'an,. 1 f)resently don’t have a way :
to pass on these added costs that keep getting dumped on me. In the future if my family
' -.is to remain in the dairy husiness, we will hase-to have.a_t_OOI or way, 1o deal with these
added costs. That_is_why [ am here toclay, to tell you that I suoport the changes .pr_opo'sed
by NMPE. Ibelieve that NMPF 18 correct in its assessment that class I and II prlces are a
E segment of the market where we as dairy farmers, have the opportunity to recoup some of |
. .our mcreased operatmg costs, just like the processmg mdustry does.
There are addltional costs associated with producmg m1lk for the class Iiand 1 '.
_marlcet. Thej/ include the cost of the. ﬁ_naneial irivestment required to comply with Grade B
A regulations, the cost of m1lk assembly and- hauling to more distant marl(e'ts, an__d
. ba!ancing _the yolatile seasonal ancl daily needs of a large nrocessor. These costs were )
taken into consideration when the curreint cl'assl and II d'ifferentials were established by

| the USDA m 2000. All of these marketmg costs have increased since 2000. My. questlon :
~ for those who w1ll dec1de the outcome of this hearlng is thls If we can change the class
L and IV make allowances becau_se costs have increased, why can "t the class 1 and 2
price for.mulas be ch.anged to reflect theseincrea_seci costs on dairy fai’rners? '

The changes proposed by NMPF are desperately needed, and require immediate and
expedit_ed_action by the USDA. As I mentioned .earlier in my st.atemient', the change in the
make allowances are expected to take effect in the very near future. That. will placean
unwarranted econOmic hai‘clship upon me and other_clairy farmer_s. Our inc're_.a'sed costs of
producing.milk for the.class [and II market must be.recognized

Thank you for this opportunity to appear here today, and for lxstenmg to my thoughts e

about a matter very clear to myself my famlly and fellow dalry farmers




